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f(1) all or vart of the amounts received under 
which are 
allocated to an account which. pursuant to State 
law or reaula- 
tion. is Seareater from the aeneral asset 
accounts the com- 
panv and is eatied from time to time with 
reference to market 
values. 

"(2) which— 


(A) vrovides for the navment of annuities, 
(B) is a life insurance contract. or 
(C) is a pension plan contract which is not a life. 
accident. or health. provertv. casualtv. or liability contract, 
"(3) for which reserves are valued at market 
for annual 
statement purposes. and 
"(4) which provides for a net surrender ae 


holderks fund (as defined in section so7e vm” 
If onlv a portion of a contract is not described in 
section 817. 
such portion shall be treated for onurvoses of this 
section as a 
separate contract. 
Pa (e) REGULATIONS EBihe Secretarv mav prescribe regulationS= 
to vrovide for the treatment of ae 
wane” anu ust- 
AG under sections 72, 7702, 7702A, and 807(e) 


"(2) to determine the interest rates avplicable 


nder Ssec- 
Hane "807(c)(3). Beet. and 812 with resnect 
to modified 
quaranteed cadaer annuallv. in a many 
apvroovriate 
modified quaranteed contracts and, to the stent 
appropriate 
for such a contract! to modifv or waive the 
avpvlicabilitv of 
section 811(d)! 

"(3) to provide rules to limit ordinarv aain or 
loss treatment 
to assets constituting reserves for modified 
quaranteed con- 


tracts (and not other assets) of the comnpanv. 
"(4) to vrovide avvrovriate treatment of 
transfers of assets 
to and from the seareaated account. and 
"(5) as mav be necessarv or appropriate to 
carrv u the 
pnurvoses of this section 
Me ) CLERICAL AMENDMENT he tablé of sections for subpart 
Eo part I of subchapter L of chapter 1 is amended by 
insertina 


after_the item relating to section 817 the follo g new item 
"Sec. 817A. Special rules for modified 
(c)EFFECTIVE DAT 26 us® SI2A 
IN GENERAL he amendments made by this section 
e. 
shall applv to taxable vears beainnina af ecember 31. 1995. 
(2) TREATMENT OF NET ADTUSTMENTS cept as vrovided 


in paragrabh (3). in the case of anv taxpvaver required bv 
the amendments made bv this section to chanae its calculation 
of reserves to take into account market value adiustme 
and to mark segregated assets to market for any taxable yea 
(3) such chanaes shall be treated as a change in 
method of accounting initiated by the taxpayer 


such chanaes shall be treated as made with the 
onsent of the Secretarv. and 
5) the adiustments reauired bv reason of section 481 
of the Internal Revenue Code of 1986. shall be taken into 
account as ordinarv income bv the taxvaver for the tax- 
paae s first taxable year beginning after December 31, 


(3) LIMITATION ON T.0SS RECOGNITION AND ON DEDUCTION 
FOR RESERVE INCREASES 


(A) LIMITATION ON LOSS RECOGNITION 


